ABS'l'l^VCr 


Giu oijcratiiig costs in the WidsoutJi were analysed for 1970/71 and 1971/79 
on tne oasis of a sample of 48 plants representing] over 8 percent of the total 
ginning capacity of tlie region. Altliough average capacity utilization of the 
saii^^le gins increased from 56 percent in 1970/71 to 59 percent iti 1971/72 
perage total cost per Dale also incrcascd--from $18.51 to $18.54. Mieirad- 
justments were made for tne differences in volumes giiuied, the cost increase 
for 1971/72 was $0.30, compared with a $1.28 increase during tiie 1970/71 
season. All per bale overhead costs wore down sligjitly in 1971/72, emd labor 
costs were down significantly due to increased volumes. Other variable costs 
except miscellaneous, rose as a result of general price increases. ’ 

Key Words: Cotton ginning, capacity, utilization, rates, costs. 
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COTTOiN GIN OPEliATING COSIS IN llili M1DSOUT11-- 


1970/71 /\ND 1971/72 
by 

Zolon M. Looney, Joseph L. Ghetti, and 
Shelby li. Holder, Jr. 

Agricultural Economists, Conmodity Economics Division 
Economic Researcii Service 


INTRODUCTION 

Tnis is the third annual report analyzing cotton gin operating costs in 
e Ivlidsoutii. 1/ Average costs and volumes ginned in the 1970/71 season are 
impared with costs ajid volumes in 1971/72. The study is similar to those 
inducted by the Economic Researdi Service (ERS) in several areas of Texas and 
ilifomia. 

The Delta counties of Arkansas, Louisiana, Mississippi, and Missouri coin- 
rise tne Midsouth area. Except for the omission of a few counties in north- 
sstera Louisiana, tne Midsouth is the region defined as t]\e Mississippi Delta 
1 ERS cotton production cost studies, y Gins were classified by rated ca- 
icity of bales per hour and stratified into four size groups. A random sub- 
mple was selected from eacli group in proportion to tlie total capacity of the 
roup. Tne saiiple is revised annually by additions and deletions to reflect 
langes in tne capacity of all gins in the area. Forty-eight plants, represent- 
ig approximately 8 percent of the total ginning capacity of the region, corn- 
rise tine sanple. 


FINDINGS 


Volume Ginned 

Number of Dales ginned varied widely among gins within each size group 
table 1). Tlie overall range was 997 to 17,116 bales in 1971/72 and 916 to 
3,577 bales in 1970/71. In eadi season, the smallest plants (group 1) aven- 
ged 2,264 bales and tire largest plairts (group 4), about 8,725 bales. 


1/ See appendix for a listing of otlier reports. 

1/ Starbird, 1. R., and Hines, F, K. Costs of Producing Uplajid Cotton in the 
tilted States, 1964. U.S. Dept. Agr., Agr. Econ. Kpt. No. 99, Sept. 1966. 
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. . - • !• * -(..i-innc: rj'nnrted bv tiie Bureau of tlie Census, it is 

Based on ^iiuiing ^^^^rioutio s repo ^ girming sea- 

estiiiiateu tnat gins can |? (jbfi'jiours and rated tiourly capacity by Sb- 

son. 3/ Multiplying tiie product of J06 4/ 

percent efficiency gives f or unuLal circumstances, individual 
Uue to variations in local annual peak volumes. Pour saiiple 

plants can sometimes exceed tnesc inaicaeeu 1071/79 rninmrr<(l iMtli tliree 

plants exceeded tiieir rated annual capacities 

in l')7()/7l In 1P7I/72 tne average seasonal volume ranged in om bO ptrccuL 
in iJ/u//i. in iJ/y/z, for aroun 2. 'Hie overall sample average 

capacity for group 1 “ <’? the range was sniallcr- 53 

capacity utilization was 59 percent, ui > 

to 01 percent ~"Wi til an overall average of jO pc 

Avoranc cnuncitv of the 712 plants active in the area during 1S71/72 was 
1..0 harori^or .t^"rrup1™: 8.0 hLlcs per hour f “ 
1870/ 71. t'-Oh wltn a clecroase of 11 f tli year before, 

qiproximatoly 0,408 J the area had increased nearly 200 

IToL STye^?: VSui; Scre.“e\“ total hourly capacity had occurred 
during tne previous 2-ycar period. 


Average Cost 


A L 1 . 1 arf.mpnt costs are sliown for cacli size group 

and fr«^^s“co:w«d [SiST'and 3). 

from gin records differ from book costs for 

SrS? ft':;!"! op;cc\^ador.K?S 

gins in deoreciation sciiedules used and interest actually paid, uiiiiorm races 
gins in depreciation scncu . . , oet at 7 percent of investment in 

for oadi were adopted. costs . Interest was allov^ed 

buildings and equipment, oased on Ib/b repiaee octim'Ufvl land 

at 8 percent on half of this replacement cost ajid on tne total estimated Imid 

value . 

Per bale costs for ijidividual items varied widely witliin groups, mainly 
becauso of the broad r»go of vol»s gimod Avorage unit costs^g^^^^^^^^^^ 



V Assianing Jio seed cotton storage, other tlicUi normal trailer storage, 

Economic Model for Cotton Gin- 


extend tiie giiming season . 

4/ Looney, 2olon M. , ajid Wilinot, Oiarlcs A. 

‘‘tfHor1hS‘uio^®Jiho£,‘'SiocaUon'*icoUs, a^d cost' adjustments, 

appendix. 
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Table 2 -Ginning costs per bale, sample groups 1-U and weighted averages for gin universe, rlidsouth region, 1973 '72 
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Table 3 — Ginning costs per bale, sample groups 1-U and weighted averages for gin universe. Midsouth region, 1970/71 i 



Group h 

Range ' Average ’ 
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Giniiiiig costs are increasing. Even after adjustments were made for dif-f 
e.cces in volimies giiuied, the total cost per bale was $0.50 more in loyi/?-! ^ 
iii 1070/71, comjjared with a previous increase of $1.28 from 1060/70, When 
iowance.s are made for depreciation and interest, based on 1970 replacement r ~ 
of ijuilding and equipment, these increases were $0,20 and $1.46 per bale fn™^ ^ 
tno 2 respective years. 

Oiargijig <lepreciation and interest on a replacement Inisis resulted in hi 
or costs for all gins, altliough the increase was niudi more pronounced for th^ 
:,r:aUer plants. Larger plants, because they tend to be newer, already havo 
nignor DooK depreciation and interest costs based on more recent installation 


To illustrate tlie adverse effects of inadequate volumes on ginning costs 
aujustments were made to 70 percent of capacity utilization -nul ^ 

cad, .roup Ctablo 4) . sUadin. sud.' cost^ aJ ! Z 

ooprociatroii, interest, insurance, and taxes over more bales olivioiislv ’ 

total ,|i,u,ing costs jxir bale markedly. Greater niiuiini, vo?u 

S^u*c2‘reLuve“vcful“reruuf}n lo'S ■‘^‘"""‘8 

mg econoanes of scale wbid. exist alra^SeliS of“i,i^ 
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appendix 


procoS^srLln^^Sr =‘-ture, accou„«..,. 


Cost Allocations 
ivfiere appiicablf^ in.i. i 

ailoivaiice, house rent, and personal ^in ’ bonuses, commissions, expense 

cX^;ie“fas LtS!“ 

““ «>‘>n’Z"omco SS!”" 

bopreciation : Allowances fev i • . 

*igljigS£ I!]gnt Costs belolTr^^^^^" exactly as carried on gin records. 

_^iiterest : Interest e>cartiv oc^ ♦ . 

BHTow.) = “med on sin records. (See Replacement m.,. 

lasuraj ice : All form>j nf ^ . 

lar» tSf “1“* iiousing fumisii- 

rgc trucks and trailers;) . * ’ autonetive equipment (except 

I axe s c All taxo*^ nn 

real property only. 

iiSfii: Ml utilities -electricity 

ly related operations. “'* wter-used in ginnins and direct- 

fumished^l"''°™“”^>’''''=’'si"’“^ in^u’-oi'ce 

^ rnxsliod labor, feio^^s gin repa^ iL^l^e 

-^^■iiiOSities: Actual cost of bagging ties purchased. 
j< epa u;s.‘ Gin repair wanes- snciai c 

rials and sujiplies. ^ cost of rejiair mate- 

a^'tolegrSn^tSSsino''"?"^^ autosotivo exjionsc- 

sr ‘s- s££u” 

included elsewhere. ® ^>upplies; and any other costs not^* 



Cbstiii;.; Methods 


Gin cost.s whidi have been subjected to the above allocations 
are .Luont.i.1 leu in tins report as sample ^iu costs. 

Out-of -poci< _ gt cos ts : Sample gin costs from witicii depreciation and interest have 
been excluded. 

Kojil aco^ jC'j^t_coj> t.^ . Out-ol -pocket costs plus depreciation at 7 percent comiHited 
on 1971) repluccKient values on «in plcuits ;md interest at 8 percent on land 
value and on nail tjie 1970 replaceiiK?nt cost of maciiinory, eciuipmcnt, and 
buildings. 


Cost Adjustments 

estimates of ginning costs at other than existing levels of capacity utili- 
zation were based on relationsid])s assumed in the synthetic development of a 
series of model gins. 7/ 


Weighting 

in computing weighted averages, the simple weighted average cost per bale 
for eacn group was further woiglited by its representative proportion of tlie 
total latcd nOLU’ly ginning capacity in tiio area. This was done to I’eflect nxirc 
accurately tne cost of ginning an ''average" hale of cotton in the Midsouth. 
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